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United States Government
Notes to the Financial Statements
for the Year Ended September 30, 1998

Note 1. Summary of Significant Accounting Policies

A- Reporting Entity C. Revenue Recognition

This Financial Report includes the Government revenue comes enueis reported net of the change
financial status and activities of the from two sources: non-exchange in Federal taxes receivable. Re-
executive branch and portions of the transactions and exchange trans-  funds and other offsets are recog-
legislative and judicial branches of actions. Non-exchange revenues nized when disbursed and netted
the Government. Thisincludes those arise primarily from exercise of  against non-exchange revenue.
Government corporations that are the Government’ s power to tax Earned revenue represents rev-
part of the Federal Government. The and levy duties, fines and penal-  enue earned from user charges
Appendix lists Government entities ties. Exchange (earned) revenues such as admission fees to Federal
included in these financia statements arise when a Government entity  parks, insurance premiums, and
and also contains a partial list of enti- providesgoodsand servicestothe fees on Federal housing and loan

public for aprice. programs. Earned revenueisrec-
Non-exchangerevenueisrec- ognized when the Government
ognized whenreceived. Total rev-  provides the goods or services.

tiesexcluded. For the purposes of this
document, “ Government” refersto
the U.S. Government. Thefiscal year
of the Government ends September
30. Thefinancial reporting period is
the same used for the annual budget.
Material intragovernmental transac-

tions were eliminated in consolida- D. Direct Loans
tion, except as described in Note 16. and Loan
Guarantees

Direct loans obligated and loan
guarantees committed after Septem-

enues are recognized when ber 30, 1991, are recorded based on

i received; related receivables are the present value of net cash-flows

B. Basis of recognized when measurable and Sﬂzlarn;ﬁi?é %/_erfeé?%';;es CrJrf1 ;Sg ;I)(r)aonr %
i legally collectible. This basis of U - Dl !

Accounti ng accounting also recognizes re October 1, 1991, may be recorded un-

der the present-value method or the
allowance-for-loss method. The al-
|lowance-for-loss method reduces the

funds and related offsets of
The Financial Report was pre-  non-exchange revenues when

paredin accordancewith Formand measurable and legally payable. : - -
Content guidance specified b the - Exchange revenuesare recognized | 003G R CEIRE M A 8D
Office of Management and Budget  when earned. This basis of ac- itismorelikely than not that theloans
(OMB) and the Statements of Fed-  counting differsfrom that used for | || not pe collected in full. Liabili-
eral Financial Accounting Stan-  budgetary reporting. This fiscal ties related to loan guarantees com-
dards (SFFAS). Thisbasis of ac-  year, four accounting standards be- mitted before October 1, 1991, may
counting generally recognizes came effective pertaining to prop- be recorded under the present-value
expenses when incurred. It recog-  erty, plant and equipment; manage- method or the allowance-for-loss
nizes non-exchange revenueson a  ria cost accounting; revenue and method by the amount the agency es-
modified cash basis of accounting.  other financing sources; and sup- timates will more likely than not re-
Remittances of non-exchangerev-  plementary stewardship reporting. quire afuture cash outflow to pay de-

fault claims.
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E. Taxes
Receivable

“Taxesreceivable” primarily con-
sist of uncollected tax assessments,
penalties and interest when taxpayers
have agreed the amounts are owed, or
acourt has determined the assess-
ments are owed. This Financial Re-
port does not include unpaid assess-
ments when neither taxpayers nor a
court has agreed that the amounts are
owed (compliance assessments) and
the Government does not expect fur-
ther collections dueto factors such as
the taxpayer’ s death, bankruptcy or
insolvency (write-offs). Taxesre-
ceivable are reported net of an allow-
ance for the estimated portion
deemed to be uncollectible.

F. Inventories
and Related
Property

“Inventories’ arevalued at his-
torical cost. Historical cost meth-
odsinclude first-in-first-out,
weighted average and moving av-
erage. Estimated repair costsre-
duce the value of inventory held
for repair. Excess, obsolete and
unserviceable inventories are val -
ued at estimated net realizable
values.

H. Retirement
Programs

“Pension and retirement health
benefit expenses” are recorded
during the time employee ser-
vicesarerendered. Therelated li-
abilities for defined benefit pen-
sion plans and retirement health
benefits are recorded at estimated
present value of future benefits,
lessthe estimated present val ue of
future normal cost contributions.

“Normal cost” isthe portion of
the actuarial present value of pro-
jected benefits allocated, under
the actuarial method, as expense
for employee servicesrenderedin
the current year. Actuarial gains
and losses (and prior and past ser-
vice cost, if any) are recognized
immediately in the year they oc-
cur, without amortization.

|. Environmental
Liabilities

“Environmental liabilities” are re-
corded at the estimated current cost to
remediate hazardous waste and envi-
ronmental contamination, assuming
the use of current technology.
Remediation consists of removal,
treatment and/or safe containment.
Where technology does not exist to
clean up hazardous waste, only the
estimable portion of theliability, typ-
ically safe containment, is recorded.

G. Property,
Plant and
Equipment

“Property,plant and equip-
ment" used in Government opera-
tionsis carried at cost. Deprecia
tion and amortization expense
appliesto property, plant and

equipment except land, limited dura-
tion land rights, heritage assets,
national defense assets and construc-
tioninprogress. Itisrecognized using
the straight-line method over the as-
sets' estimated useful lives.

The Government Management Re-
form Act does not require the legisla-
tive and judicial branchesto report
their financial information to Trea-
sury. Therefore, this Financial Report
does not include most property, plant

J. Contingencies

Liabilities for contingencies are
recognized on the Balance Sheet
when both:

A past transaction or event has

occurred.

» A future outflow or other sacri-

fice of resourcesis probable and

measurable.

The estimated contingent liability
may be a specific amount or arange
of amounts. If some amount within
therange is a better estimate than any
other amount within the range, then
that amount is recognized. If no
amount within therangeisabetter es-
timate than any other amount, then
the minimum amount in therangeis
recognized.

Contingent liabilities that do not
meet the above criteriafor recogni-
tion, but for which thereis at least a
reasonable possibility that aloss has
been incurred, are disclosed in Note
15-Commitments and Contin-
gencies.

K. Social Insurance

A liability for social insurance pro-
grams (Social Security, Medicare,
railroad retirement, black lung and
unemployment) is recognized for any
unpaid amounts due as of the report-
ing date. Noliability isrecognized for
future benefit payments not yet due.
For further information, see the Stew-
ardship Information section on social
insurance.

L. Related _
Party Transactions

Federal Reserve Banks (FRBSs),
which are not part of thereporting en-
tity, serve asthe Government’s de-
positary and fiscal agent. They pro-
cess Federal paymentsand depositsto
Treasury’s account and service Fed-
eral debt securities. FRBs owned
$477.9 billion of Federa debt securi-
ties held by the public as of Septem-
ber 30, 1998. FRB earnings that ex-
ceed statutory amounts of surplus
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established for Federal banksarepaid
to the Government and are recog-
nized as non-exchange revenue.
Those earnings totaled $24.6 billion
for the year ended September 30,
1998. The primary source of these
earningsisfrom interest earned on
Federal debt securitiesheld by FRBs.

Note 2. Cash and

Cash

“Cash,” in the amount of $42.2 bil-
lion, consists of:

 Treasury balances held at the

FRBs, net of outstanding checks.

 Treasury balancesin special

depositaries that hold the proceeds
of certain tax payments known as
the U. S. Treasury Tax and Loan

Note accounts.

 Funds held outside of Treasury

and the FRBs by authorized fiscal

officers or agents.

« Monies held by Government

collection and disbursing officers,

agencies’ undeposited collections,
unconfirmed deposits, and cash
transfers.

« Time deposits at financial insti-

tutions.

The Government maintains formal
arrangementswith numerous banksto
maintain time deposits known as
“compensating balances.” These bal-
ances compensate the banks for ser-
vices provided to the Government,
such as maintaining zero-balance ac-
counts for the collection of public
monies.

Gold

“Gold” isvalued at the statutory
price of $42.2222 per finetroy ounce.
As of September 30, 1998, the num-
ber of fine troy ounces was
260,928,196. The market value of
gold on the London Fixing as of the
reporting date was $293.85 per fine
troy ounce. Gold was pledged as col-
lateral for gold certificatesissued to
the FRBs totaling $11.0 billion. See
Note 13—Other Liabilities.

FRBs issue Federal Reserve notes,
the circulating currency of the United
States. These notes are collateralized
by specific assets owned by FRBs,
typically Government securities.
Federal Reserve notes are backed by
the full faith and credit of the U.S.
Government.

The Government does not guaran-
tee payment of the liabilities of Gov-
ernment-sponsored enterprises such
asthe Federal National Mortgage As-
sociation or the Federal Home Loan
Mortgage Corporation. These enter-
prises also are excluded from the re-
porting entity.

Other Monetary Assets

as of September 30

(In billions of dollars)

Cash and Other Monetary Assets

Domestic monetary assets
International monetary assets

Total cash and other monetary assets. . .. ...

42.2
11.0
1.2

42.4
96.8

Domestic
Monetary Assets

“Domestic monetary assets' con-
sist of liquid assets, other than cash,
that are based on the U.S. dollar in-
cluding coins, silver bullion and
other coinage metals. Theseitemsto-
taled $1.2 billion.

International
Monetary Assets

Assets valued on a basis other than
the U.S. dollar comprise “Interna
tional monetary assets.”

The U.S. reserve position in the In-
ternational Monetary Fund (IMF) rep-
resents an investment in the IMF. The
IMF provides financial assistanceto
about 180 countriesincluding the
United States. It seeksto promote cur-
rency exchange stability. Only a por-
tion of the required payment to the
IMF was paid in cash, with the re-
mainder treated as a subscription. The
recorded balance is shown net of the
subscription portion, which represents
aletter of credit payableto the IMF.
As of September 30, 1998, the re-
maining available balance under the
letter of credit totaled $14.9 billion.

The U.S. reserve position in the IMF
hasaU.S. dollar equivalent of $21.2
billion as of that date.

Special drawing rights (SDRs) are
interest-bearing assets obtained
through either IMF allocations, trans-
actions with IMF member countries,
or interest earningson SDR holdings.
Treasury’ s Exchange Stabilization
Fund held SDRstotaling $10.1 bil-
lion at the end of fiscal 1998. Those
holdings are similar to an investment
inthe IMF.

At September 30, 1998, “Other lia-
bilities” included a $6.7 billion inter-
est-bearing liability to the IMF. This
liability consisted of SDRs aobtained
through IMF allocations.

The SDR Act of 1968 authorized
the Secretary of the Treasury to issue
SDR certificates to Federal Reserve
Banks (FRBs) in exchange for cash.
The value of these certificates cannot
exceed the value of the SDR hold-
ings. The Secretary of the Treasury
determines when the SDR certifi-
cates can be redeemed by the FRBs.
Theliability for such redemptions,
which totaled $9.2 billion at the end
of thefiscal year, isincluded in Note
13-Other Liabilities.

International monetary assets also
include foreign currency and other
monetary assets denominated in for-
eign currency. These assets have a
U.S. dollar equivalent of $42.4 bil-
lion.
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Note 3. Loan Programs

The Federal Government uses two
methods, direct loans and |oan guar-
antee programs, to accomplish the
same goals. These goals are to pro-
mote the nation’ s welfare by making
direct loans and guaranteed loans to
segments of the population not ade-
guately served by non-Federal insti-
tutions. For those unable to afford
credit at the market rate, Federal
credit programs provide subsidies in
the form of direct loans offered at an

interest rate lower than the market
rate. For those to whom non-Federal
financial institutions will be reluctant
to grant credit because of the high risk
involved, Federal credit programs
guarantee the payment of these
non-Federal loans and absorb the cost
of defaults.

Thetotal estimated cost represents
the allowance for loss and subsidy
cost for direct loansand theloan guar-
antee liability for guaranteed loans.

Federal Loan Programs as of September 30

(In billions of dollars)

Rural electrification and telecom-
munications loans are for the con-
struction and operation of generating
plants, electric transmissions, and
distribution lines or systems. These
loans carry an average maturity of
greater than 20 years and are usually
secured.

Themajor programs funded though
the Rural Housing Insurance Fund
program account are:

« Very low and low-to-moderate

income home ownership loans

and guarantees.

« Very low-income housing re-

pair loans.

Net Loans  Amount
Face Value _ Total Receivable Guaranteed Percent of Face
of Loans  Estimated Cost  (Includes by the Fed- Value of Loans Guar-
Out- to the Federal related In- eral Govern- anteed by the Fed-
Loan Program standing Government terest) ment eral Government
Direct Loans:
Rural development . . . .. 70.1 15.1 55.0
Student loan programs . . 54.3 11.7 42.6
Commodity Credit
Corporation. . .. .. ... 18.0 111 6.9
Agency for International
Development . ...... 12.3 5.7 6.6
Housing programs . . . .. 11.9 05 11.4
Farm Service Agency. . . . 9.7 0.8 8.9
Export-Import Bank. . . . . 9.3 3.0 6.3
Small business loans. . . 9.2 1.8 7.4
All other direct loan
programs . ......... 26.6 4.9 21.7
Total loans receivable
(see Balance Sheet). . .. ....... ... .. .. ..... 166.8
Guaranteed Loans:
FHA. .. R PR 519.5 9.4 476.6 91.8
VA housing credits . . . .. 203.5 4.7 70.0 34.4
Guaranteed student
loans . ............ 112.5 11.6 110.3 98.0
Small Business
Administration ... ... 375 1.5 30.6 81.6
Commodity Credit
Corporation. . .. ... .. 228 6.1 22.8 100.0
All other guaranteed
loan programs. . .. ... 39.7 4.4 34.0 85.6
Total loan guarantee
liabilities (see
Balance Sheet) = 37.7
Total for all loan
programs . .. .... 1,156.9 92.3
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« Domestic farm labor housing

loans.

» Housing site loans.

 Credit sales of acquired prop-

erty.

Loan programs are limited to rural
areas that include towns, villages and
other placesthat are not part of an ur-
ban area. The majority of these loans
mature in excess of 25 yearsand are
secured by the property of the bor-
rower.

The Direct Student Loan program,
established in 1994, offersfour types
of education loans: Stafford,
Unsubsidized Stafford, PLUSfor par-
ents and consolidation loans. Evi-
denceof financial needisrequired for
a student to receive a subsidized
Stafford loan. The other three loan
programs are available to borrowers
at all income levels. These loans usu-
ally mature 9to 13 years after the stu-
dent is no longer enrolled. They are
unsecured.

The Agency for International De-
velopment provides economic assis-
tance to selected countries in support
of U.S. efforts to promote stability
and security interestsin strategic re-
gions of the world.

The Export-Import Bank aidsin fi-
nancing and promoting U.S. exports.
To accomplish its objectives, the
bank’ s authority and resources are
used to:

» Assume commercial and politi-

cal risk that exporters or private

institutions are unwilling or are
unable to undertake.

« Overcome maturity and other

limitations in private sector fi-

nancing.

» Assist U.S. exports to meet for-

eign officially sponsored export

credit competition.

 Provide leadership and guid-

ance in export financing to the

U.S. exporting and banking com-

munities and to foreign borrowers.

Repayment terms for these loans

areusually 1to 7 years.

The Federal Housing Administra
tion (FHA) provides mortgage insur-
ance encouraging lenders to make
credit available to expand
homeownership. FHA predominately
serves borrowers that the conven-
tional market does not adequately
serve such as first-time homebuyers,

Note 4. Taxes Receivable

minorities, lower-income families
and residents of underserved areas.

The Federal Family Education
Loan program, formerly known as
the Guaranteed Student L oan pro-
gram, was established in 1965. Like
the Direct Student Loan program, it
offers four types of loans: Stafford,
Unsubsidized Stafford, PLUS for
parents and consolidation loans.

V eteran housing benefits provide
partial guarantee of residential mort-
gageloansissued to eligible veterans
and servicemen by private lenders.
This guarantee allows veterans and
servicemen to purchase ahomewith-
out a substantial down payment.

Other loan guarantees include:
Small Business Administration|oans
to minority businesses; and the Farm
Service Agency for farm ownership,
emergency and disaster loans.

The subsidy expenseis the esti-
mated cost of current-year loan dis-
bursements and | oans guaranteed.

The subsidy expense incurred in
fiscal 1998 totaled $1.0 hillion.

(In billions of dollars)

Taxes Receivable as of September 30

Gross taxes receivable

Allowance for doubtful accounts. . . . ... ... ..
Taxes receivable, net as of September 30, 1998

Note 5. Inventories and Related Property

“Inventories and related proper-
ties" consist of the categories listed
below, net of allowance for obsolete
and unserviceable inventory, as of
September 30, 1998.

“Operating materials and supplies’
are comprised of tangible personal
property purchased for use in normal
operations.

“Materialsand suppliesheld for fu-
ture use” includes tangible personal
property not readily available in the
market or held because thereis more
than aremote chance that they will
eventually be needed.

“Inventory held for sale” istangible
personal property held for sale, net of
allowances.

“Seized monetary instruments”
comprise only monetary instruments.
These monetary instruments are
awaiting judgment to determine own-
ership. Therelated liability isin-
cluded in “Other liabilities.” Other
property seized by the Government,
suchasreal property and tangible per-
sonal property, isnot included as a
Government asset. It is accounted for



68

NOTES TO THE FINANCIAL STATEMENTS

in agency property-management re-
cords until the property is forfeited,
returned or otherwise liquidated.
“Forfeited property” is comprised
of monetary instruments, intangible
property, real property and tangible
personal property acquired through
forfeiture proceedings; property ac-

quired by the Government to satisfy a
tax liability; and unclaimed and aban-
doned merchandise.

“Stockpile materials’ are strategic
and critical materials held for usein
national defense, conservation or na
tional emergencies due to statutory
requirements.

“Commodities’ are items of com-
merce or trade that have an exchange
value used to stabilize or support mar-
ket prices.

“Other related property” includes
all other related property not included
above (for example, property ac-

Inventories and Related Property as of September 30
(In billions of dollars) Defense All Others Total
Inventory held forsale . . ................. 69.4 0.5 69.9
Stockpile materials .. ........... ... ... .. 4.3 37.7 42.0
Operating materials and supplies . . . ........ 311 26 33.7
Materials and supplies held for future use. . . .. 20.3 0.1 20.4
Commodities. . . ....... ... 0.3 0.3
Seized monetary instruments . . . ........... 0.2 0.2
Forfeited property ...................... . 0.2 0.2
Other related property . . ................. 0.1 0.1
Total inventories and related property ... ... 125.2 41.6 166.8

Note 6. Property, Plant and Equipment

“Property, plant and equipment”
consist of tangible assets including
land, buildings, structures and other
assets used to provide goods and ser-
vices. Certain types of tangible assets,
collectively referred to as “ Steward-
ship assets,” are not reported as prop-
erty, plant and equipment or else-

where on the Balance Sheet. Thisis
based on accounting standards that
became effective for fiscal 1998.
“Stewardship assets” include “Na
tional defense assets,” “Heritage as-
sets” and “ Stewardship land.” These
assets are presented in the Steward-
ship Information section. Accord-

ingly, these financial statementsre-
flect a prior period adjustment of
$655.5 billion to remove the steward-
ship assets previously capitalized on
the Balance Sheet. (See Note
14—Prior Period Adjustments.)

Property, Plant and Equipment as of September 30

Accumulated

Depreciation/
(In billions of dollars) Cost Amortization Net
Buildings, structures and facilities . . . . . 269.3 129.5 139.8
Furniture, fixtures and equipment. . .. .. 159.6 73.9 85.7
Construction in progress . .. ......... 51.5 - 515
Land and land improvements . . . .. .. .. 18.3 1.3 17.0
Automated data processing software . . . 2.8 1.6 1.2
Assets under capital lease. . ... ...... 2.3 0.4 1.9
Leasehold improvements . . .. ........ 1.9 0.7 1.2
Other property, plant and equipment. . . . 1.0 1.0

Total property, plant and equipment . . 506.7 207.4 2090.3
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Note 7. Other Other Assets as of September 30
Assets
(In billions of dollars)

“ Other assets” consist of ad- Advances and prepayments . . .. ............ 13.2
vances and prepayments, securi- | Securities and investments .. .............. 19.1
ties and investments, and other as-

Sets Of the Government not Other ................................ 27_6
otherwise classified. Securitiesare Total other assets

shown ot codt et of unamortized | Ot OtNETaSSELS. e 59.9

premiums and discounts.

Note 8. Accounts Payable as of September 30
ACCOU ntS (In billions of dollars)
Payable Agency:
Interest on Treasury securities held by the public . . 455
DOD. .. e 13.7
“Interest on Treasury securities US Postal Service . . . ....... .. ... . . ... . ... 4.1
held by the public" is the amount of Agriculture ... ... .. L 3.2
interest accrued on Federal debt secu- VA 3.0
rities held by the public (see Note 9) NASA . L 2.9
and not paid as of September 30, | OPM. . ...............cooouuiiniianii., 29
1998. Other accounts payable are for HHS ’
gOOdS and other pI’Opefty ordered and A” Other de . artments ....................... 04
received, and for servicesrendered by partments . ............. ... . ..., 14.3
other than employees. Total accounts payable. . . ................. 90.0

Note 9. Federal Debt Securities Held by the Public

“Federal debt held by the public”
.. totaled $3,717.7 billion at the end of
Definitions of Debt fiscal 1998. The table on Federal
Debt SecuritiesHeld by the Public re-
flectsinformation on borrowing to fi-
nance Government operations. Debt
is shown at face value, with unamor-
tized premiums added and unamor-

« Gross Federal Debt - All Government debt, whether issued
by Treasury (Treasury securities) or by other agencies
(agency securities). “Gross Federal debt” is either held by
the public or by Government entities.

- Debt Held by the Public - Federal debt held outside the tized discounts subtracted.
Government by individuals, corporations, State or local gov- Intragovernmental holdings’ rep-
ernments, the Federal Reserve System, foreign governments, | resent that portion of the gross Fed-
ernment entities, including major trust
« Intragovernmental holdings - Federal debt held by Govern- funds. For more information on trust
ment trust funds, revolving funds and special funds. funds, see Note 17-Dedicated Col-

lections. Intragovernmental holdings
were eliminated in consolidation.
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Securities that represent debt held
by the public are primarily issued by
Treasury and include:

* Interest-bearing marketable se-

curities (bills, notes and bonds).

« Interest-bearing nonmarketable

securities (Foreign government
series, State and local government
series, domestic series and sav-
ings bonds).

« Non-interest bearing debt (ma-

tured and other debt).

As of September 30, 1998, $5,439
billion of Federal debt was subject to
a statutory limit (31 United States
Code 3101). That limit was $5,950
billion. The debt subject to the limit
includes:

» Debt held by the public and

intragovernmental holdings, less

most agency securities, Federal
Financing Bank debt, miscella
neous debt and unrealized dis-
count on Government account
series securities.

» Unamortized net discounts on
public issues of Treasury notes
and bonds (other than
zero-coupon bonds).

Federal Debt Securities Held by the Public as of September 30

Net ) Average
Beginning Change Ending Interest
Balance During Balance Rate Dur-
Oct. 1, Fiscal Sept. 30, ing Fiscal
(In billions of dollars) 1997 1998 1998 1998
Treasury Securities:
Marketable securities .. .................... 3,439.8 (108.8) 3,331.0 6.556%
Non-marketable securities . . .. ............... 1,967.7 220.0 2,187.7 6.903%
Non-interest bearingdebt. . . ................. 5.6 1.9 7.5
Total Treasury securities. . .. ............... 5,413.1 113.1 5,526.2
Plus: Unamortized premium
on Treasury securities. . .. ............... 20.2 (3.3) 16.9
Less: Unamortized discount
on Treasury securities. . .. ............... 78.2 0.7 78.9
Total Treasury securities,
net of unamortized premiums
anddiscounts ..................... 5,355.1 109.1 5,464.2
Agency Securities:
Tennessee Valley Authority .. ................ 27.4 (0.7) 26.7
All otheragencies . . . ...................... 5.8 (3.1) 2.7
Less: Unamortized net discounts . . ... ......... 0.5 (0.1) 0.4
Total agency securities, net of unamortized
premiums and discounts . .. .............. 327 (3.7) 29.0
Total Federal debt. .. ...... ... ... .. ... 5,387.8 105.4 5,493.2
Less: Intragovernmental holdings,
net of unamortized premiums
anddiscounts. . .......... ... ..., 1,619.6 155.9 1,775.5
Total Federal debt securities
held by the public . ................... 3,768.2 (50.5) 3,717.7

Types of marketable securities:

Bills—Short-term obligations issued with a term of 1 year or less.
Notes—Medium-term obligations issued with a term of at least 1 year, but not more than 10 years.
Bonds—Long-term obligations of more than 10 years.
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Intragovernmental Holdings:

Federal Debt Securities Held as Investments by Government Accounts

as of September 30

Beginning Ending
Balance Net Change Balance
Oct. 1,  During Fiscal Sept. 30,
(In billions of dollars) 1997 1998 1998
Holdings Greater than or Equal to $100 Billion:
SSA, Old-Age and Survivors Insurance . .. ............. 567.5 85.8 653.3
OPM, civil service retirement and disability. . . ... ....... 422.1 292 451.3
DOD, military retirement . ............ ... .. .. ..... 126.0 7.8 133.8
HHS, Hospital Insurance Fund . . . .. .. ... ... ..... 116.6 1.7 118.3
Subtotal . . ... .. e 1,232.2 124.5 1,356.7
Holdings Less than $100 Billion
and Greater than $15 Billion:
SSA, disability insurance. . . ... ... oo 63.6 13.4 77.0
Labor, unemployment . . . .. ... .. .. .. L. 61.9 8.7 70.6
HHS, supplementary medical insurance . . .. ........... 34.5 5.0 395
FDIC funds. . . . ..o 37.4 1.7 39.1
Railroad RetirementBoard . .. ..................... 19.2 2.6 21.8
OPM, Employees Life Insurance. . .. ................. 18.0 1.4 19.4
Transportation, Highway Trust Fund . . . .. .. ........... 223 (4.4) 17.9
Treasury, Exchange Stabilization Fund . .. .. ........... 15.5 0.5 16.0
Subtotal . . ... .. e 272.4 28.9 301.3
Other programs and funds. . .. ........ ... ... ..... 102.8 10.0 112.8
Subtotal . . ... .. e 1,607.4 163.4 1,770.8
Plus: Unamortized net premiums . . . .. ............... 12.2 (7.5) 4.7
Total intragovernmental holdings. . .. ............. 1,619.6 155.9 1,775.5
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Note 10. Federal Employee

and Veteran Benefits Payable

The Government offersits employees, both civilian and military, retirement
benefits, life and health insurance, and other benefits.

The Federal Government administers more than 40 pension plans. Thelarg-
est are administered by the Office of Personnel Management (OPM), for civil-
ian employees, and by DOD, for military personnel. The Government has both
defined benefit and defined contribution pension plans. Thelargest are defined
benefit plans.

Federal Employee and Veteran Benefits Payable as of September 30

(In billions of dollars) Civilian Military Total
Pension liability . ........... 996.4 650.5 1,646.9
Health benefits payable . ... .. 181.8 2234 405.2

Veterans compensation

and burial benefits . ....... ; 578.1 578.1
Liability for other benefits . . . . . 34.1 20.8 54.9
Total Federal employee and
veteran benefits payable. .. 1,212.3 1,472.8 2,685.1
Change in Actuarial Accrued Pension Liability
and Components of Related Expense
(In billions of dollars) Civilian ! Military Total
Actuarial accrued pension liability,
as of September 30,1997 .. ...... .. .. .. .. .. 965.0 641.7 1,606.7
Pension Expense:
Normal costs .. ........ ... ... 237 16.6 40.3
Interest on liability .. ...................... 65.9 41.0 106.9
Actuarial (gains)/losses ... ........... ... ... (20.8) (17.6) (38.4)
Total pensionexpense. . .................. 68.8 40.0 108.8
Benefitspaid . . ....... ... .. ... . .. (43.5) (31.2) (74.7)
Actuarial accrued pension liability, 990.3 650.5 1,640.8

as of September 30,1998 ... ...........

! Does not include U.S. Tax Court, judicial branch, or the DC government.

Significant Assumptions Used
in Determining Pension Liability and the Related Expense

(In percentages) Civilian Military
Rateofinterest. . . ....... ... ... ... . ... .... 7.0% 6.5%
Rate of inflation. . . . ...... ... ... .. ... ... .... 4.0% 2.1%

Projected salary increases . . . ................... 4.3% 2.8%
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Change in Actuarial Accrued Post-Retirement Health Benefits Liability
and Components of Related Expenses

(In billions of dollars) Civilian Military Total
Actuarial accrued post-retirement health benefits,
as of September 30, 1997. . . .. ... ... . oL 164.3 218.0 382.3
Post-Retirement Health Benefits Expense:
Normal COStS. . . . .. .. 6.1 6.0 12.1
Intereston liability . . . . ....... ... .. .. ... ... ... 11.9 14.7 26.6
Actuarial (gains)/losses . . . ... ... 6.0 (8.5) (2.5)
Total post-retirement health benefits expense ........ 24.0 12.2 36.2
Claimspaid. . . ... e (6.5) (6.8) (13.3)
Actuarial accrued post-retirement
181.8 223.4 405.2

health benefits liability, as of September 30, 1998 . . .

Significant Assumptions Used
in Determining Post-Retirement Health Benefits Liability and the Related Expense

(In percentages) Civilian Military
Rate of interest. . .. ................ 7.0% 6.5%
Rate of health care inflation........... 7.0% 2.5% - 8.0%

Civilian
Employees

Pensions

The largest civilian pension plan is
administered by OPM and covers ap-
proximately 90 percent of all Federal
civilian employees. It includes two
components of defined benefits: the
Civil Service Retirement System
(CSRS) and the Federal Employees
Retirement System (FERS). The ba-
sic benefit components of the CSRS
and the FERS are financed and oper-
ated through the Civil Service Retire-
ment and Disability Fund (CSRDF).
CSRDF moniesaregenerated primar-
ily from employees, agency contribu-
tions, paymentsfrom the general fund

and interest oninvestmentsin Federal
debt securities. For further discus
sion, see Note 17—Dedicated Collec-
tions, Civil Service Retirement and
Disability Fund.

The Federal Retirement Thrift In-
vestment Board, an independent
Government agency, operates the
Thrift Savings Plan. Federal employ-
eesand retirees covered by CSRSand
FERS own the fund’ s assets. For this
reason, the fund is excluded from the
Financial Report and the fund’ s hold-
ings of Federal debt are considered
part of the Federal debt held by the
public, rather than Federal debt held
by the Government. FERS employees
may contribute up to 10 percent of
base pay to the plan, which the Gov-
ernment matches up to 5 percent.
CSRS employees may contribute up
to 5 percent of base pay with no Gov-
ernment match.

The Thrift Savings Plan held $26.5
billion of nonmarketable Treasury se-
curities as of September 30, 1998 and
is included in “ Total Federal debt se-
curitiesheld by the public” inthe Bal-
ance Sheet.

Health Benefits

Civilian retirees pay the same in-
surance premiums as active employ-
ees under the Federal Employee
Health Benefits Program (FEHBP).
These premiums cover only aportion
of the costs.

Other Benefits

Employee and annuitant contribu-
tions, and interest on investments
fund a portion of the Federal Em-
ployees Group Life Insurance pro-
gram. Thisinsurance program fi-
nances payments to private insurance
companies for Federal employees’
group lifeinsurance. It is adminis-
tered by OPM.
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Military Employees (Including Veterans)

Pensions

The DOD Military Retirement
Trust Fund accumulates fundstto fi-
nance liabilities of the Department
under military retirement and survi-
vor benefit programs. The Fund
provides retirement benefitsfor
military personnel and their survi-
Vors.

The military retirement system
appliesto the Army, Navy, Marine
Corpsand Air Force. The system is
afunded, noncontributory, defined
benefit plan. It includes
non-disability retirement pay, dis-
ability retirement pay, retirement
pay for reserve service and survivor
annuity programs.

Health Benefits

Military retirees and their de-
pendents are entitled to health care
in military medical facilitiesif the
facility can providethe needed care.
Until they reach age 65, military re-
tirees and their dependents also are
entitled to health care financed by
TRICARE (formerly CHAMPUS).
No premium is charged for
TRICARE financed care, but there
are deductible and copayment re-
guirements. After they reach 65

years of age, military retirees are
entitled to Medicare.

Military retiree health care in-
cludesthe cost of buildings, equip-
ment, education and training, staff-
ing, operations, and maintenance of
military medical treatment facili-
ties. They also consist of claims
paid by TRICARE and the cost of
administering the program.

Compensation
and Burial Benefits

V eterans compensation is pay-
able as adisability benefit or a sur-
vivor’ sbenefit. Entitlement to com-
pensation depends on: the veteran’s
disabilitiesincurredin, or aggra-
vated during, active military ser-
vice; death while on duty; or death
resulting from service-connected
disabilities, if not in active duty.

Burial benefitsinclude aburial
and plot, or interment allowance
payable for aveteran, who at the
time of death, was entitled to re-
celve compensation or apension, or
whose death occurred inaV A facil-
ity.

Theliability for veterans com-
pensation and burial benefits pay-
ableincreased in fiscal 1998 by
$381 billion. The primary factors

contributing to thisincrease were
changes in the actuarial methodol-
ogy and the interest rate assump-
tions.

Due to these changes, the State-
ment of Net Cost lineitem titled
“Veterans benefitsand services’ in-
creased by $109.4 billion.

Other Benefits

Veterans insurance includes the
following programs. United States
Government Life Insurance, Na
tional Service Life Insurance, Vet-
erans I nsurance and Indemnities,
Veterans Special Life Insurance,
V eterans Reopened Insurance, Ser-
vice Disabled Veterans Insurance,
and Servicemen’s Group Life In-
surance.

The National Service Life Insur-
ance was established in 1940 for
World War |1 servicemen and veter-
ans. It remained open until 1951. Of
the original 22 million policiesis
sued, approximately 1.9 million re-
main. This program limits coverage
to $10,000.

Veterans Special Life Insurance
was established in 1951 for service-
men who served in the Korean War
and in the post-Korean period
through 1957. Approximately
800,000 policies were issued, of
which 240,000 remain.

Veterans Compensation

and Burial Benefits Payable

as of September 30

(In billions of dollars)

Veterans

SUIVIVOIS .« . e e e e e e e e e e e e e e e e e e

Burial benefits

Total compensation and burial benefits payable

462.3

112.1

3.7

. 578.1
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Note 11. Environmental Liabilities

During World War Il and the Cold
War, the United States developed a
massive industrial complex to re-
search, produce and test nuclear
weapons. The nuclear weapons com-
plex included nuclear reactors, chem-
ical processing buildings, metal ma-
chining plants, laboratories and
maintenance facilities. The costs as-
sociated with removing, containing
and/or disposing of hazardous waste
from the properties comprise the re-
sulting environmental liabilities. “En-
vironmental liabilities,” in thisreport,
apply only to required cleanup costs
from Federal operations known to re-
sultin hazardous waste resulting from
approved Federal, State, or local stat-
utes and/or regulations.

Energy incurred operating and cap-
ital expenditures totaling $6.3 billion
in fiscal 1998 to remediate legacy
waste. Thisincludes nuclear materi-
als and facilities stabilization as well
as waste treatment, storage and dis-
posal activities at each installation.

“Environmental management and
legacy wastes’ include costsfor envi-
ronmental restoration, nuclear mate-
rial and facility stabilization, and
waste treatment, storage and disposal
activities at each installation. They
alsoinclude costsfor related activities
such aslandlord responsibilities, pro-
gram management, and legally pre-
scribed grants for participation and
oversight by Native American tribes

Environmental Liabilities as of September 30

(In billions of dollars)

Energy:
Environmental management

and legacy waste. . ........
Active facilities. . . ..........
High-level waste and spent nuclear fuel . . .

Pipeline facilities
Other

All other agencies
Total environmental liabilities

70

........ 145.1
........ 19.6

10.7
........ 7.8
........ 3.2
........ 186.4
........ 34.0
........ 4.1
........ 224.5

and regulatory agencies. “Active fa-
cilities” represent anticipated
remediation costs for those facilities
conducting ongoing operations that
ultimately will require stabilization,
deactivation and decommissioning.

DOD isresponsiblefor cleaning up
and disposing of hazardous materials
infacilities it operates or has oper-
ated. The Department has recorded a
$34.0 billion liability for these costs.
DOD has not currently recorded any
liability for national defense assets
(primarily weapon systems like air-
craft, ships and submarines) and am-
munitions (primarily hazardous mate-
rias).

Projects with no current feasibility
remediation approach are excluded
from the estimate. Significant pro-
jects not included are:

 Nuclear explosion test areas
(for example, Nevada test sites).
 Large surface water bodies (for
example, the Clinch and Colum-
biarivers).

« Most ground water (even with
treatment, future use will be re-
stricted).

» Some special nuclear material
(for example, uranium
hexafluoride).

2

Note 12.

Benefits Due
and Payable

These amounts are the benefits
owed to program recipients or
medical service providersas of the
fiscal year end that have not yet
been paid. For a description of the
programs, see the Stewardship Re-
sponsibilities section of Steward-
ship Information.

Benefits Due and Payable as of September 30

(In billions of dollars)

Federal Old-Age and Survivors Insurance. . . . ..
Federal Hospital Insurance (Medicare Part A) . .

Federal Supplemental Medical Insurance
(Medicare PartB). . ..........

Grants to States for Medicaid

Federal Disability Insurance. . . . ..
Supplemental security income . . . .
Railroad retirement. . . ... ......

Unemployment insurance
Black lung
Other benefits

Total benefits due and payable. .
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Note 13. Other

Liabilities

“Insurance liabilities” include
bank deposit insurance, guarantees
of pension benefits, life insurance
and medical insurance against dam-
ageto property (home, cropsand air-
planes) caused by perils such as
flooding and other natural disasters,
risk of war, and insolvency. “De-
ferred revenue” refersto revenuere-
ceived but not yet earned. “ Exchange
Stabilization Fund” includes Special
Drawing Right certificates issued to
the FRBsand all ocationsfrom the In-
ternational Monetary Fund. “ Other
debt” includes Government obliga
tions, whether secured or unsecured,
not included in public debt. “ Accrued

Note 14. Prior

Period
Adjustments

“Prior period adjustments’ consist
of all adjustments to the opening net
position. They correct errorsinaprior
period, or adjust figures that have
changed due to the implementation of
changes in accounting principles. If
military service hasresulted in any
veterans' disability or death, VA pro-
vides compensation paymentsto the
veterans and their dependents.
Changes in actuarial methodologies
and interest assumptions resulted in
anincreaseinthe VA liability of
$271.3 hillion.

In addition, DOD has adjusted its
accumulated depreciation in fiscal
1997, by $32.2 hillion. Defense assets
(war reserves such as missiles, air-
craft and vehicles) had to be corrected
by $35.9 billion to reflect the proper
amount. Overstated DOD inventories
required an adjustment of $0.8 bil-
lion.

Transportation changed the value
of its property and adjusted “ Accu-
mulated depreciation” by $8.4 billion.
Also, actuarial assumptions for pen-
sions and health benefits accounted

(In billions of dollars)

Other Liabilities as of September 30

Insurance programs
Deferred revenue
Exchange Stabilization Fund
Other debt
Accrued wages and benefits

Other miscellaneous liabilities. .
Total other liabilities

Gold certificates. . . .........
Advances from others. .. ... ..

wages and benefits’ consist of thees-
timated liability for civilian and
commissioned officers’ salariesand
wages earned but unpaid. It also in-
cludes funded annual |eave and other
employee benefits that have been
earned but are unpaid. “Gold certifi-
cates” are monetarized portion of

gold and the certificates are deposited
in the Federal Reserve Bank.
Amounts received for goods and ser-
vices to be furnished comprise “ Ad-
vances from others.” “Other
miscelleanous liabilities” consist of
deposit funds and suspense accounts.

Prior Period Adjustments
to the Fiscal Year Beginning October 1, 1997
Increases to Decreases to
(In billions of dollars) Net Position Net Position
Changes in
Accounting Principles:
National defense assets ... ... 655.2
NASA . .. ... 17.1 23.2
All other agencies . .. ........ 20.4
Total net changes in
accounting principles . . ... 681.7
Other Adjustments:
VApension................ 271.3
..................... 69.9
Transportation . ............ 14.2
Railroad retirement liability . . . . 11.4
Liability for loan guarantees. . . . 2.0
Other corrections of errors. . . .. 2.2
Total net other adjustments . . 339.8

for afurther Transportation adjust-
ment of $5.1 billion.

Railroad retirement adjusted its
prior year actuarial retirement liabil-
ity of $11.4 billion. To be consistent
with this Financial Report, this liabil-
ity wasreclassified to stewardship re-
sponsibilitiesfrom the Balance Sheet.

National defense assets, as ex-
plained in the introduction to the Bal-
ance sheet, were moved to Steward-
ship Information. The total amount of
$655.2 hillion represents a change in

accounting principles for the 1998
Financial Report of the United States
Government and isincluded in prior
period adjustments.

Not previously capitalized, “ Assets
in space” in the amount of $17.1 hil-
lion were recorded and represent a
change in accounting principles.
NASA also adjusted accumulated de-
preciation by $20.0 billion. Further, a
changein the capitalization threshold
resulted in a$3.0 billion decrease in
NASA’sfixed assets.
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Note 15. Commitments and Contingencies

Commitments and Contingencies as of September 30

(In billions of dollars)

Commitments
Long-term Leases:
General Services Administration . .. .......... . . ... ...
U.S. Postal Service . ... .. e
Other long-term leases. . . . .. ... i

Total long-term leases. . . . ... .. i

Undelivered Orders:
HUD . . .

HHS . e
Education . . ... ... . e
AgriCUItUre. . . L
Transportation . . . . .. ...
EPA.
TrEaSUIY . . o
AlD .
Energy. . ..o
JUSHICE . .
Export-import Bank. . . . .. ... .. .
NSF .
Other undelivered orders . . ...

Total undelivered orders . . ... .. .

Contingencies
Insurance:
Pension Benefit Guaranty Corporation . . .. .....................
Other insurance contingencies . . . ... ...
Total iINSuUranCe. . . ... ...

Government Loan and Credit Guarantees:

VA

Education . . ... ... .. e

Other Government loan and credit guarantees . . . . ...............
Total Government loan and credit guarantees. . .. ..............

Unadjudicated Claims:

DOD . .o

Transportation . . . . .. ...

TrEaSUIY . . o e

Other unadjudicated claims . ... ... ... .. .. .. ...

Total unadjudicated claims . .. ......... ... ... ... ... .. . ...

Other Contingencies:
TrEaSUIY . . o e
AgriCUItUre . .« o
DOD . .
Transportation . . . . .. ...
NASA
Other contingencies . . . . .. .. .. i
Total other contingencies . . .. . ... ...

Total contingencies . ... ... ... .. ... .

Capital
Leases

Operating
Leases

14.8
7.7

3.1

25.6

e
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The Government engages in con-
tractual commitments requiring fu-
ture financial obligations. Disclosure
of some of these commitmentsisre-
quired in private sector accounting
due to their nature or amounts. Adap-
tations of these disclosuresfor the
Government’s commitments are still
evolving. The Government has sig-
nificant amounts of long-term lease
obligations, shown in the table on the
previous page. “Undelivered orders”
represent the value of goods and ser-
vices ordered and obligated that have
not yet been received.

A contingency is an existing condi-
tion or situation involving uncertainty

astoapossibleloss. A lossis consid-
ered reasonably possible if the future
confirming event or events are more
than remote, but less than probable.
These contingencies do not include
existing conditions or situations
where the future occurring event is
only considered remote. Nor do they
include contingencies that would re-
sultinagain.

The Government also is subject to
other contingencies, including litiga-
tion that arise in the normal course of
operations. The ultimate disposition
of these mattersis unknown. Based
on information currently available,
however, it is management’ s opinion

that the expected outcome of these
matters, individually or in the aggre-
gate, will not have amaterial adverse
effect on the financial statements.
Thisistruefor all contingencies ex-
cept litigation described in the next
paragraph.

Numerous cases are pending in-
volving supervisory goodwill at sav-
ings and loan institutions, Medicare
cost report settlements, harbor main-
tenance fees and certain other mat-
ters. Whileit islikely that the United
States will have to pay some amount
of damages on the claims, the ulti-
mate costs cannot be reasonably esti-
mated at thistime.

Financial Treatment of Loss Contingencies

Probability of Loss

Probable

probable

Reasonably Possible, more
than remote but less than

Remote, chance of
occurrence slight

Financial Treatment

Balance Sheet

Contingencies

Note 15 — Commitments and

No disclosure

Note 16. Unreconciled Transactions

Affecting the Change in Net Position

The reconciliation of the “ Change
in net position” requires that the dif-
ference between ending and begin-
ning net position equals the excess of
revenues over cost, plus or minus
prior period adjustments. The unrec-
onciled transactions needed to bring
the change in net position into bal-
ance net to $23.9 billion.

Note 17.

Dedicated
Collections

Theterm “trust fund,” asused in
thisreport and in Federal budget ac-
counting, is frequently misunder-
stood. In the private sector, “trust” re-
fersto funds of one party held by a
second party (the trustee) in afidu-
ciary capacity. In the Federa budget,
the term “trust fund” means only that
the law requires the funds be ac-

The three primary factors affecting
this out-of-balance situation are:

» Misclassification of

intragovernmental transactions by

agencies.

« Changesin valuation of Bal-

ance Sheet assets and liabilities,

which were not identified by

counted for separately, used only for
specified purposes and designated as
a“trust fund.” A changein law may
change the future receipts and the
terms under which the fund’sre-
sources are spent.

“Trust fund assets” represent the
unexpended balance from all sources
of receipts and amounts due the trust
fund, regardless of source. Thisin-
cludes related governmental transac-
tions. These are transactions between
two different entities within the Fed-
eral Government (for example, mon-
iesreceived by one entity of the Gov-
ernment from another entity of the
Government).

“Intragovernmental assets” are
comprised of investments in Federal

agencies as prior period adjust-

ments.

« Timing differences and errors

in the reporting of transactions.

The identification and reporting of
these unreconciled transactions are a
priority project of the financial com-
munity within the Government.

debt securities, related accrued inter-
est and fund balance with Treasury.
These amounts were eliminated in
preparing this Financial Report.

“Net assets” represent only the
amounts due from individuals and
other entities outside the Govern-
ment. Thismeansthat all related gov-
ernmental transactions are removed
to present the Government’ s position
asawhole.

The majority of trust fund assets
are invested in intragovernmental
Federal debt securities. These securi-
tiesrequire redemption if afund’s
disbursements exceed its receipts.
Redeeming these securities will in-
crease the Government’s financing
needs and require increased borrow-
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Federal
Disability
Insurance
Trust Fund

The Federal Disability Insurance
Trust Fund provides assistance and
protection against theloss of earnings
dueto awage earner’ sdisability. The
assistance isin the form of money
payments or medical care. The Fed-
eral Disability Insurance Trust Fund
isadministered by SSA.

Like the Federal Old-Age and Sur-
vivors Insurance Trust Fund, payroll
taxes primarily fund the Federal Dis-
ability Insurance Trust Fund. The
Fund also receivesincome from in-
terest earnings on Federal debt secu-
rities, Federal agencies’ paymentsfor
the Social Security benefits earned by
military and Federal civilian employ-
ees, and a portion of income taxes
paid on Social Security benefits.

Federal
Supplementary
Medical
Insurance
Trust Fund

The Federal Supplementary
Medical Insurance Trust Fund
finances the Supplemental Med-
ical Insurance program
(Medicare Part B), which pro-
vides supplementary medical in-
surancefor enrolled participants
to cover medical expenses not
covered by Medicare Part A.
The program is administered by
HHS.

Appropriations, premiums
charged to enrollees and interest
earned on investmentsin Fed-
eral debt securitiesfund the Fed-
era Supplementary Medical In-
surance Trust Fund.

Federal Old-Age
and Survivors
Insurance
Trust Fund

Thistrust fund provides assis
tance and protection against the
loss of earnings due to retirement
or death. The assistanceisin the
form of money payments and/or
medical care. The Federal

Old-Age and Survivors Insurance
Trust Fund is administered by
SSA.

Payroll taxes primarily fund the
Federal Old-Ageand Survivorsin-
surance Trust Fund. Earnings on
Federal debt securities, Federal
agencies’ payments for the Social
Security benefits earned by mili-
tary and civilian employees, and
Treasury paymentsfor aportion of
income taxes paid on Socia Secu-
rity benefits provide the fund with
additional income.

Federal Hospital Insurance Trust Fund

The Federal Hospital Insurance
Trust Fund finances the Hospital In-
surance program (Medicare Part A).
This program funds the cost of hospi-
tal and related carefor individualsage
65 or older, who meet certain insured
status requirements, and for eligible

disabled people. HHS administersthe
program.

The Federal Hospital Insurance
Trust Fund isfinanced primarily by
payroll taxes. It also receivesincome
frominterest earningson Federal debt
securities, Federal agencies' pay-

Military
Retirement
Trust Fund

The Military Retirement Trust
Fund provides retirement benefits for
Army, Navy, Marine Corps, and Air
Force personnel and their survivors.
The fund isfinanced by DOD contri-
butions, appropriations and interest
earned on investmentsin Federal debt
Securities.

Civil Service
Retirement and
Disability Fund

The Civil Service Retirement and
Disability Fund covers two Federal
civilian retirement systems: the Civil
Service Retirement System (CSRS)
for employees hired before 1984 and
the Federal Employee Retirement
System (FERS), for employees hired
after 1983.

The CSRSisfinanced by Federal
civilian employees’ contributions,
agencies contributions on behalf of
the employees, appropriationsand in-
terest earned on investments in Fed-
eral debt.

mentsfor the Socia Security benefits
earned by military and Federal civil-
ian employees, and a portion of in-
come taxes paid on Social Security
benefits.
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Hazardous
Substance
Superfund

The Hazardous Substance
Superfund was authorized to address
public health and environmental
threats from spills of hazardous mate-
rials and from sites contaminated
with hazardous substances. The Envi-
ronmental Protection Agency (EPA)
administers the fund.

Unemployment Trust Fund

The Unemployment Trust Fund
protects workers who lose their jobs
through no fault of their own. Theun-
employment insurance programis a
unique Federal and State partnership
based on Federal law, executed
through State law by State officials.
Labor administers the program.

Taxes on employers primarily
fund the Unemployment Trust Fund.
However, interest earned on invest-
mentsin Federal debt securities also
provides income to the fund. Appro-
priations have supplemented itsin-
come during periods of high and ex-
tended unemployment.

Airport and Airway Trust Fund

TheAirport and Airway Trust Fund
provides for airport improvement,
maintenance of airport facilities and
equipment, research and a portion of
operations. Transportation adminis-
tersthe Airport and Airway Trust
Fund.

Taxes received from transportation
of personsand property intheair, fuel
used in non-commercial aircraft, in-
ternational departure taxes and inter-
est earned on investments in Federal
debt securities provide funding for
the Airport and Airway Trust Fund.

Excise taxes collected on petro-
leum and chemicals, environmental
taxes from all corporations with in-
come in excess of $2 million, and in-
terest earned on investments in Fed-
eral debt securities finance the
Hazardous Substance Superfund.

Highway
Trust Fund

The Highway Trust Fund was es-
tablished to promote domestic inter-
state transportation, moving people
and the transportation of goods. The
fund provides Federal grantsto
States for highway construction and
related transportation purposes.
Transportation administers the High-
way Trust Fund.

Earmarked taxes on gasoline and
other fuel, certain tires, vehicle and
truck use, and interest earned on in-
vestments in Federal debt securities
provide all financing for the High-
way Trust Fund.

Dedicated Collections as of September 30*
(In billions of dollars)
Assets
) Disburse- Trust Fund Less Intragovern- Consolidated
Fund Name Receipts ments Assets mental Assets Assets
Federal Old-Age and
Survivors Insurance
TrustFund......... 416.9 329.8 664.5 664.5
Federal Disability
Insurance Trust Fund. . . 63.2 49.5 78.2 78.2
Medicare Part A ........ 138.2 136.6 120.5 120.5
Medicare Part B ....... 82.0 76.9 40.1 40.1
Unemployment
TrustFund .......... 32.5 23.5 72.1 72.1
Hazardous Substance
Superfund. .. ........ 0.9 1.5 51 5.1
Highway Trust Fund. . . . .. 28.3 32.7 26.1 26.1
Airport and Airway
TrustFund .......... 8.7 5.9 9.3 9.3
Civil Service Retirement
and Disability Fund . . .. 50.8 59.0 460.0 459.7 0.3
Military Retirement
TrustFund .......... 37.8 33.8 149.9 149.9
* By law, certain expenses (costs) related to the administration of the above funds are not charged to the funds and are fi-
nanced by other sources.
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Note 18. Indian Trust Funds

The Indian Trust Funds differ from
other dedicated collections reported
in Note 17.

The Department of the Interior (In-
terior) hasresponsibility for the as-
sets held in trust on behalf of Ameri-
can Indian Tribes and individuals.
Trust funds are held in accounts for
approximately 315 tribes, 317,000
individual Indian accounts and other

funds, including the Alaska Native
Escrow Fund. The assets held in trust
for Native Americans are owned by
the trust beneficiaries and are not
Federal assets. Therefore, these
amounts are not reflected in the Bal-
ance Sheet or Statement of Net Cost.
Indian Trust Fund balances pre-
sented below do not includetrust land
managed by the Government.

U.S. Government as Trustee for Indian Trust Funds

Held for Indian Tribes and Other Special Trust Funds

Statement of Changes in Trust Fund Balances as of September 30
(Unaudited)

(In millions of dollars)

Receipts. . . ... . 521.7

Disbursements. . . .. ... .. (465.4)

Receipts in excess of disbursements .. . . . ....... .. ... ... ... 56.3

Trust fund balances, beginningofyear. .. ...................... 2,403.7
Trust fund balances, end ofyear. . . . ... ... ... ... ... .. ... 2.460.0

U.S. Government as Trustee for Indian Trust Funds

Held for Individual Indian Monies Trust Funds

Statement of Changes in Trust Fund Balances as of September 30

(Unaudited)

(In millions of dollars)

Receipts. . . ... . 313.6

Disbursements. . . ... ... (354.1)

Disbursements in excess of receipts . .. .. .. ... .. oL (40.5)

Trust fund balances, beginningofyear. ... ..................... 519.7

479.2

Trust fund balances, end ofyear. . . . ... ... ... ... .. ... ...
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